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5.  That  Provincial Governments should  be empowered
to   adjust  taxation   between  their  rural  and  urban
classes by levying a surcharge on the income tax.

6.  That the exemption from income tax of agricultural
incomes should be abolished and the proceeds assigned
to the Province of the origin.

These were, in brief, the main recommendations of Sir
Walter Layton in regard to financial reforms under the
proposed Indian Constitution. That the vision of a Feder-
ated India did also rise in his mind could be traced in the
suggestions which are stated here. He proposed to con-
stitute a provincial fund for which specially designated
taxes, such as excise on cigarettes and matches, and the
duty on salt, would be projected. The resources of this
fund would be automatically distributed to the Provinces
under the authority of the Federal Assembly on a per
capita basis. This Assembly, as already stated, was to be
composed of members elected by the Provincial Legislatures,
and it was proposed that Finance Ministers of the Provinces
should form an Inter-Provincial Council to consider pro-
posals in regard to the fund.

Then there is an increasing necessity for consulting
the Indian States on certain aspects of the financial problems
that concern them. The levying of maritime customs
involves the taxation of the Indian States by the Govern-
ment of India, and the States have claimed a share in this
revenue. In view of the fact that the States do not share
the increasing cost of Imperial burdens, the Indian States
Enquiry Committee suggested an expert enquiry into the
matter. Sir Walter thought that in the functioning of
financial reforms it was important to find a means of
harmonizing the financial policy of the Indian States and of
British India and therefore approved of the machinery of
consultation between the two Indias to which the Statutory
Commission had attached so much importance.